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chapter, may not exceed the transfer
preservation equity of the project,
plus, in the case of priority purchasers,
any expenses associated with the ac-
quisition, loan closing, and implemen-
tation of the plan of action. If the pur-
pose of the seller financing is to fund
rehabilitation of the project, the prin-
cipal amount of such financing may
not exceed the equity requirements for
a rehabilitation loan under § 241.70 or
§ 219.305 of this chapter. The seller may
not charge interest on any seller fi-
nancing at a rate in excess of that of
the Federal acquisition or rehabilita-
tion loan.

[57 FR 12041, Apr. 8, 1992, as amended at 58
FR 37816, July 13, 1993]

§ 248.161 Mandatory sale of housing in
excess of the Federal cost limit.

(a) In general. With respect to any eli-
gible low income housing for which the
transfer preservation rent determined
under § 248.121 exceeds the Federal cost
limit, the owner shall offer the housing
for transfer to qualified purchasers as
provided in this section.

(b) Applicability of voluntary sale pro-
visions. The provisions of § 248.157, other
than paragraphs (a) and (p) of this sec-
tion thereof, shall be applicable to any
sale conducted under this section. If
the owner receives an offer to purchase
the project for a sale price equal to the
transfer preservation value of the
project, as determined under § 248.111,
the owner shall be obligated to accept
the offer upon its receipt and sell the
project to the purchaser. If the owner
receives an offer to purchase the
project for a sale price less than the
transfer preservation value of the
project, the owner may accept the
offer, but is not obligated to do so. Any
offer to purchase a project under this
section for less than the transfer pres-
ervation value must comply with the
requirements of a bona fide offer in
§ 248.101, except for the requirement
that the sale price equal the transfer
preservation value. At the time of sub-
mission of the offer, the potential pur-
chaser must also submit the docu-
mentation required in § 248.157(g).

(c) Section 8 assistance. Subject to the
availability of amounts approved in ap-
propriation acts, the Commissioner
shall, for approvable plans of action,

provide assistance to qualified pur-
chasers under part 886, subpart A of
this title sufficient to produce a gross
potential income equal to the amount
determined by multiplying 120 percent
of the prevailing rents in the relevant
local market in which the project is lo-
cated by the number of units in the
project, according to appropriate unit
size, and any other incentives author-
ized under § 248.153 that would have
been provided to a qualified purchaser
under § 248.157.

(d) Grants to qualified purchasers.
From amounts made available by Con-
gress, the Commissioner may make
grants to assist in the completion of
transfers under this section to any
qualified purchasers. Any grant made
pursuant to paragraph (d) of this sec-
tion shall be in an amount not exceed-
ing the difference between the amount
of assistance provided under paragraph
(c) of this section and the amount of
assistance specified in § 248.157(m).

(e) Securing State and local funding.
The Commissioner shall assist any
qualified purchaser of a project pursu-
ant to this section in securing funding
and other assistance, including tax and
assessment reductions from State and
local governments to facilitate a trans-
fer under this section.

§ 248.165 Assistance for displaced ten-
ants.

(a) Section 8 assistance. Each low in-
come family that is displaced as a re-
sult of the prepayment of the mortgage
or voluntary termination of an insur-
ance contract on eligible low income
housing shall, subject to the avail-
ability of funds, receive assistance
under parts 882 or 887 of this title in
the form of section 8 certificates or
vouchers. At its discretion, the Com-
missioner may set the section 8 exist-
ing fair market rent levels at the ex-
ception rent in order to allow tenants
to use the certificates or vouchers to
remain at the project.

(b) Notification of Commissioner. The
owner of any eligible low income hous-
ing project who prepays the mortgage
or voluntarily terminates the mort-
gage insurance contract pursuant to
subpart B of this part, shall notify the
Commissioner of:
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(1) The names and addresses of all of
the tenants in the project who will be
displaced;

(2) The size of the unit in which each
of the displaced tenants is currently
dwelling; and

(3) The names of all of the displaced
tenants who are special needs tenants,
as that term is defined in § 248.101, as
well as a statement as to the nature of
their special need.

The owner shall provide the Commis-
sioner with this information within 30
days of identifying such tenants for
displacement, but in no event less than
30 days prior to the date when the ten-
ants must vacate the premises.

(c) Relocation of displaced tenants. The
Commissioner shall coordinate with
public housing agencies to ensure that
any very low or low income family dis-
placed from eligible low income hous-
ing as the result of prepayment of the
mortgage or termination of the mort-
gage insurance contract on such
project is able to acquire a suitable, af-
fordable dwelling unit in the area
where the project from which the dis-
placed family is located. The Commis-
sioner, upon receiving information
from the owner under paragraph (b) of
this section stating that certain ten-
ants will be displaced, shall request
from the public housing agencies lo-
cated in the same area as the affected
project, notices of vacancies in other
affordable projects which would be
suitable for the displaced tenants. The
Commissioner shall convey the notices
of vacancies to the tenants who will be
displaced along with the addresses of
the local public housing agencies.

(d) Relocation expenses. The Commis-
sioner shall require the owner of eligi-
ble low income housing who prepays or
terminates the insurance contract re-
sulting in the displacement of tenants
to pay 50 percent of the relocation ex-
penses of each family which is relo-
cated, except that the Commissioner
shall increase such percentage to the
extent that State or local law of gen-
eral applicability requires a higher
payment by the owner.

(e) Continued occupancy. Each owner
who prepays the mortgage or termi-
nates the mortgage insurance contract
on eligible low income housing shall, as
provided in paragraph (g) of this sec-

tion, allow the tenants occupying units
in such project on the date of submis-
sion of a notice of intent under § 248.105
to remain in the project for a period of
three years, commencing on the date of
prepayment or contract termination,
at rent levels existing at the time of
prepayment or termination, except for
rent increases made necessary due to
increased operating costs.

(f) Replacement unit. In any case in
which the Commissioner requires an
owner to allow tenants to occupy units
under paragraph (e) of this section, an
owner may fulfill the requirements of
such paragraph by providing such as-
sistance necessary for the tenant to
rent a decent, safe, and sanitary unit
in another project for the same 3-year
period and at a rental cost to the ten-
ant not in excess of the rental amount
the tenant would have been required to
pay to the owner in the owner’s
project, except that the tenant must
freely agree to waive the right to oc-
cupy the unit in the owner’s project.
The provisions of paragraph (d) of this
section requiring an owner who pre-
pays or terminates an insurance con-
tract to pay a portion of the relocation
expenses incurred by displaced tenants
shall also be applicable to tenants who
relocate pursuant to this paragraph.

(g) Applicability. The provisions of
paragraphs (e) and (f) of this section
shall apply only to:

(1) All tenants in eligible low income
housing projects located in a low-va-
cancy area; and

(2) Special needs tenants.
(h) Low Vacancy Areas. The Commis-

sioner shall notify the owner, within 30
days of the owner’s request to prepay
under § 248.169, whether the project is
located in a low vacancy area for pur-
poses of paragraph (g) of this section.

(i) Required acceptance of section 8 as-
sistance. Any owner who prepays the
mortgage or terminates the mortgage
insurance contract on eligible low in-
come housing and maintains the
project for residential rental occu-
pancy may not refuse to rent, refuse to
negotiate for the rental of, or other-
wise make unavailable or deny the
rental of a dwelling unit in such
project to any person, or discriminate
against any person in the terms, condi-
tions, or privileges or rental of a unit,
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or in the provision of services or facili-
ties in connection therewith, because
the person receives assistance under
parts 882 or 887 of this title.

(j) Regional pools. In providing assist-
ance under this section, the Commis-
sioner shall allocate the assistance on
a regional basis through the regional
offices of the Department of Housing
and Urban Development. The Commis-
sioner shall allocate assistance under
this section in a manner so that the
total number of assisted units in each
such region available for occupancy by,
and affordable to, low income families
and persons does not decrease because
of the prepayment of a mortgage on el-
igible low income housing or the termi-
nation of an insurance contract on
such project.

(k) This section shall only apply to
prepayments and terminations occur-
ring pursuant to §§ 248.157(l) and 248.169.

§ 248.169 Permissible prepayment or
voluntary termination and modi-
fication of commitments.

(a) In general. Notwithstanding any
limitations on prepayment or vol-
untary termination under subpart B of
this part, an owner may terminate the
low income affordability restrictions
through prepayment or voluntary ter-
mination, subject to compliance with
the provisions of § 248.165, under one of
the following circumstances:

(1) The Commissioner approves a plan
of action under § 248.153(a), but does not
provide the assistance approved in such
plan and contained in an executed use
agreement between the Commissioner
and the owner, including section 8 as-
sistance or a loan provided under part
219 of this chapter, but not including
insurance of a rehabilitation or equity
take-out loan under part 241 of this
chapter, during the 15-month period be-
ginning on the date of final approval of
the plan of action;

(2) After the date that the project
would have been eligible for prepay-
ment pursuant to the terms of the
mortgage, notwithstanding this part,
the Commissioner approves a plan of
action under § 248.157 or § 248.161, but
does not provide the assistance ap-
proved in such plan, including section 8
assistance, a loan provided under part
219 of this chapter, a grant provided

under § 248.157(o), or a grant under
§ 248.161(d), before the earlier of:

(i) The expiration of the 2-month pe-
riod beginning on the commencement
of the first fiscal year beginning after
such final approval; or

(ii) The expiration of the 6-month pe-
riod beginning on the date of final ap-
proval.

(3) The Commissioner approves a plan
of action under §§ 248.157 or 248.161 for
any eligible low income housing not
covered by paragraph (a)(2) of this sec-
tion, but does not provide the assist-
ance approved in such plan before the
earlier of:

(i) The expiration of the 2-month pe-
riod beginning on the commencement
of the first fiscal year beginning after
such final approval; or

(ii) The expiration of the 9-month pe-
riod beginning on the date of final ap-
proval.

(4) An owner who intended to trans-
fer the project to a qualified purchaser
under § 248.157 or § 248.161, and fully
complied with the provisions of such
section,

(i) Did not receive any bona fide of-
fers from any qualified purchasers
within the applicable time periods; or

(ii) Received and accepted a bona fide
offer from a qualified purchaser, but
the sales transaction fell through for
reasons not attributable in whole or in
part to the owner, and the owner then
complied with the requirements of
§ 248.157(l) and did not receive another
bona fide offer from any qualified pur-
chasers.

(b) Section 8 assistance. When pro-
viding section 8 assistance, the Com-
missioner may enter into a contract
with an owner, contingent upon the fu-
ture availability of appropriations, for
the purpose of renewing expiring con-
tracts for rental assistance as provided
in appropriations acts, to extend the
term of such rental assistance for such
additional period or periods necessary
to carry out an approved plan of ac-
tion. The contract and approved plan of
action shall provide that, if the Com-
missioner is unable to extend the term
of such rental assistance or is unable
to develop a revised package of incen-
tives providing benefits to the owner
comparable to those received under the
original approved plan of action, the
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